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GREAT TRANSITION INITIATIVE 


TOWARD A TRANSFORMATIVE VISION AND PRAXIS 


Better is Not Good Enough: 
Toward True Corporate Sustainability 


Bob Willard 


Abstract: The reality of planetary boundaries presents one of the most daunting 
challenges of the twenty-first century. Corporations, although not solely 
responsible for the unfolding social and environmental quagmire, have been a 
significant contributor and must now transform to become part of the solution. 
The corporate sustainability movement has yet to fully grasp the risk of looming 
social and ecological tipping points, instead settling for safe but woefully 
inadequate incrementalism. Sustainability requires systemic, not just marginal, 
improvements, within a wider acknowledgement of planetary boundaries. 
Companies need quantifiable, science-based benchmarks for key environmental, 
social, and governance indicators to evaluate their performance. Without such 
benchmarks, we will remain stuck in the trap of focusing solely on how to make 


companies less unsustainable, rather than truly fit for the future. 


A GREAT TRANSITION INITIATIVE VIEWPOINT 


Sustainability must be 
defined as an attribute 
of the system-as-a- 
whole. 


No Time for Incrementalism 


We are overshooting the biophysical carrying capacity of the planet by degrading 
the ecosystems upon which all life depends. Rather than a distant possibility, this 
danger to life support systems is already a reality that will threaten human well-being 
for generations to come. Although corporations are not solely responsible for the 
unfolding environmental and social quagmire, they are among the most impactful 
actors on Earth. Thus, myriad civil society and governmental efforts over the last 
quarter century have sought to make corporations more responsible and sustainable. 


But the movement to transform business practice has fallen far short of what is 
necessary to avoid dangerous tipping points in climate instability, biodiversity loss, 
and other threats to ecological and social systems. Instead of the deep changes 
needed, we have seen only incremental improvements that lull companies and 
their stakeholders into a mindset of complacency and denial. Absent is the sense 
of urgency needed to undergird a shift in strategy and practices commensurate 
with meeting the needs of nine billion people by mid-century for a healthy and 
prosperous future on a finite planet. 


Many stakeholders—investors, customers, employees, and communities—want 

to know how a company’s performance and strategy stack up against the broad 
challenge of achieving a sustainable future. This evaluation is a complex task, and 
unsurprisingly, the business community itself suffers from much confusion about 
how a truly sustainable business would look. Sustainability experts are good at 
describing how a company would perform if it were more sustainable, that is, 
achieving incremental progress across a spectrum of environmental and social 
indicators. However, twenty-five years of incrementalism have fallen seriously short of 
transforming business in ways that align with twenty-first century imperatives. 


Sustainability must be defined as an attribute of the system-as-a-whole, and the 
collective impacts of thousands of companies, all making incremental progress, 
cannot guarantee that the private sector will meet its collective responsibilities for 
remaining within global ecological and social thresholds. Meeting these global goals 
would require a systemic framework attuned to planetary boundary conditions, 
based on the best available science, and an effective policy environment for rationally 
allocating responsibilities across the entire business sector. In short, we need to 
redefine the meaning of a sustainable company to bridge the gap between individual 
corporate actions and collective outcomes, the only thing that matters ultimately to 
our fragile ecological-social system. 


Nested Dependencies 


The archetypal photo showing Earth from space vividly reminds us that water, air, 
and land are the foundation of human sustenance. Social systems are nested within 
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The atomistic view of 
what makes a business 
sustainable contradicts 
the real world of nested 


interdependencies. 


biophysical systems, with no umbilical cord to other fonts of biophysical essentials 
(Figure 1), Planetary capacities are finite, and we must live within them. At the same 
time, evolving social norms expressed through international covenants demand the 
provision of adequate food, water, livelihoods, and other dimensions of human well- 
being for creating just and resilient societies.' The interaction between biophysical 
and social systems, always a feature of human evolution, has grown in scale and 
consequence. Most notably, climate destabilization could lead to massive human 
dislocation, the disappearance of island states and coastal zones everywhere, and the 
disruption of food and water systems for most. In the perilous decades ahead, society 
in general—and companies, in particular—must operate within the boundaries set 
by biophysical thresholds, and still deliver on social goals for shared well-being on an 
increasingly crowded planet. 


The atomistic view of what makes a business sustainable contradicts the real world 
of nested interdependencies. Human society and its human-created economy 

are wholly owned subsidiaries of natural systems. If we bankrupt nature's ability to 
support human systems, then economic and, eventually, company bankruptcy will 
inevitably follow. Risks that companies long viewed as immaterial to their bottom-line 
planning are emerging as critical to their long-term business prospects.? Growing 
world populations and incomes will exert upward pressure on the demand and price 
of food and non-food commodities, while secure access to resources will continue 
to rise on the agenda of risk management. As environmental degradation dislocates 
people and disrupts economies, fossil fuels will face more costly and complicated 
extraction processes. Moreover, as stakeholders perceive a rising disregard for 
communities, workers, and the environment, many companies could end up in 
jeopardy of losing their social licenses to operate. 


As a result of these developments, the moral duty of corporate leaders to steward 
the environment is evolving—albeit slowly—into a fiduciary duty to protect the 
interests of the corporation itself. To fulfill this fiduciary duty, companies need clear, 
quantifiable benchmarks for corporate sustainability that take full account of the 
broader, nested interdependencies in which the firm operates. The challenge now is 
to establish those benchmarks and the awareness and will for their implementation. 


Reframing Corporate Sustainability 


While a credible benchmark for a sustainable company must rest on the best 
available science, scientific understanding of social-ecological processes and 
constraints is, of course, always evolving. Nonetheless, science gives us the best 
basis for action—a way of circumventing the flawed incrementalism that dominates 
the current corporate sustainability discourse. We must shift from the timidity of 
gradual improvement in corporate performance to bold transformation in business 
operations. 


It is useful to consider a three-step process for assessing sustainability performance. 
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We must shift from 
the timidity of gradual 
improvement in 
corporate performance 
to bold transformation 
in business operations. 


First, define the social and environmental systems conditions for a resilient human 
society. Second, determine the design constraints for a sustainable business 

model that ensures the company respects the system conditions. Third, identify 

key performance indicators for judging a company’s performance relative to the 
design constraints. The classic definition of sustainable development—a form of 
development that meets the needs of the present without compromising the ability 
of future generations to meet their needs—provides guidelines for setting systems 
conditions. What would be the corresponding design constraints and performance 
indicators for operating principles for a company seeking to align itself with this 
framework? 


The Framework for Strategic Sustainable Development (FSSD), often referred to as 
The Natural Step (TNS) framework, offers a concrete illustration of the environmental 
dimension of sustainability. FSSD presents three ecological system conditions: 


- Avoid increasing the concentrations of substances extracted from the Earth's 
crust and of byproducts of their use, e.g., the accumulation of carbon in the 
atmosphere or the buildup of heavy metals in terrestrial ecosystems. 


- Avoid increasing the concentrations of substances produced by society, €.g., 
toxic chemicals or manmade synthetics that compromise vital ecosystem 


services. 


- Avoid the further degradation of nature through physical means, e.g., over- 
fishing, over-foresting, and degradation of fertile land. 


For example, the first principle, when applied to CO, emissions reductions, implies the 
need for companies to dramatically reduce their emissions in accordance with a multi- 
scale (e.g. global, national, enterprise) formula adjudicated by external authorities 
whose mission is protection and enhancement of the Earth as a whole. The second 
principle would lead to a schedule of dramatic reductions in, say, non-biodegradable 
plastic packaging worldwide. The third principle would be implemented through 

a process of impact reduction and restoration set by global biodiversity and forest 


protection conventions. 


For illustration of the social dimension, consider five attributes for a resilient and 
desirable social system: 


- Wellness: physical, mental, and emotional health; safety 
- Influence: information, participation, democracy 
- Competence: knowledge, learning, skill 


- Equity: fairness, justice, diversity 
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Setting quantitative 
metrics is essential if 
firms, instead of being 
part of the problem, are 
to be part of the solution 
by creating net positive 
environmental and 


social value. 


» Meaning: purpose, caring, fulfillment 


Business enterprise of any scale can contribute to strengthening these social 
attributes. Organizations that provide a healthy environment, opportunities for 
participation, and meaningful work for their employees will prosper in their own right 
and contribute to long-term societal well-being. 


The expectation embodied in these design constraints—that a company should 
cause no harm to the environment and promote social goals—is, needless to say, 
demanding. In particular, operationalizing the “do no harm” mandate is replete with 
challenges, and establishing performance indicators is just the starting point. Even 


once the appropriate indicators are in place, delineating “sustainable” performance 
levels for each is a formidable task that must draw from the latest scientific 
understanding and generally accepted norms to guide target-setting at the firm level. 
For example, would the firm’s energy use need to reach 100 percent renewable- 
based? Would the firm need to raise worker compensation to, say, $25 per hour to 
satisfy social criteria, even when its competition pays only $15 per hour? Would the 
firm have to reduce CEO pay by, say, 50 percent or more to address income inequality 
goals? 


Though challenging, setting quantitative metrics is essential if firms, instead of 

being part of the problem, are to be part of the solution by creating net positive 
environmental and social value. Indicators and metrics used as a basis for enforceable 
targets should be set by independent bodies whose sole mission is systemic 
enhancement of the global ecological and social well-being. While consultation 

with companies is appropriate, governance structures for advancing true business 
sustainability must guard against undue influence or, worse, regulatory capture. 
Operationalization of rigorous and fair-share targets will require methodological 
innovation, experimentation, and refinement. 


Turning the Page 


Scientific uncertainties and methodological impediments do not invalidate the 
underlying premise of this paper, that the term “sustainable corporation’ in its 
common usage is fundamentally misleading. Rigorously redefining what this term 
means requires a systems perspective that guides company performance toward 
compatibility with boundaries and goals set through an accountable and transparent 
governance process. Absent such contextualization, the illusion of sustainability will 
persist at the firm level while the reality of unsustainability will continue unabated in 
society. 


The time has come for creating the needed reporting and rating frameworks and 
adopting a supportive policy and regulatory environment that aligns with the above 
systems framework. Most of all, it will require companies to publicly commit to this 
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Absent such 
contextualization, the 
illusion of sustainability 
will persist at the firm 
level while the reality 
of unsustainability will 
continue unabated in 
society. 


new model of sustainability measurement and the behavioral and strategic changes 
it implies. The vast political influence and ecological footprint of world business 
demands a radical change of direction—nothing less than a Great Transition in the 
behavior of a twenty-first century enterprise. 


Endnotes 


1. Michael Gerst, Paul Raskin, and Johan Rockstrom, “Contours of a Resilient Global Future,’ Sustainability 6, no. 1 
(2014): 123-135, http://www.mdpi.com/2071-1050/6/1/123. 


2. KPMG's 2012 Expect the Unexpected report shows how ten global sustainability megaforces will impact every busi- 


ness over the next twenty years. See KPMG International, Expect the Unexpected: Building Business Value in a Changing 


World (Amstelveen, Netherlands: KPMG International, 2012), https://nome.kpmg.com/xx/en/home/insights/2012/02/ 


building-business-value.html. More recently, the World Economic Forum's Global Risks 2014 report identified 31 


interconnected economic, environmental, geopolitical, societal, and technological risks that are global in nature and 


have the potential to cause significant negative impacts across entire countries and industries within the next ten 
years. See World Economic Forum, Global Risks 2014 (Geneva: World Economic Forum, 2014), http://www.weforum. 
org/reports/global-risks-2014-report. 
3. See“The Framework for Strategic Sustainable Development" for a description of the framework. These three 
environmental system conditions are the result of a scientific consensus process by Karl-Henrik Robert, founder of 
The Natural Step (TNS). See “The Four System Conditions of a Sustainable Society,/The Natural Step, accessed March 
1, 2014, http://www.naturalstep.org/the-system-conditions. 
4. The Global Imitative for Sustainability Ratings, the Global Reporting Initiative, and the Sustainability Accounting 


Standards Board offer a good point of departure. See http://ratesustainability.org/, http://www.globalreporting.org/, 


and www.sasb.org. 
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GREAT TRANSITION INITIATIVE 


TOWARD A TRANSFORMATIVE VISION AND PRAXIS 


Manuel Escudero 


Bob Willard’s paper proposes a relevant path for action to advance sustainability. 


Before | comment on his proposal, it is worth highlighting three underlying concepts—since they 


are equally relevant to understanding corporate sustainability more clearly. 
a) Anaccurate assessment 


The field of sustainability and CSR has been characterized in the past five years by a soul-searching 
mood, a period of assessing its success and relevance. While in general there has been some 
compromise (a sort of sweet-and-sour assessment), Bob Willard is uncompromising in his evaluation 
of the past record of corporate sustainability. Incrementalism is not enough, he says: “Instead of the 


deep changes needed, we have seen only incremental improvements.” 
6) An emerging new materiality 


Willard confronts corporate sustainability with an emerging global situation that will eventually 
jeopardize the long term growth of business. “If we bankrupt nature’s ability to support human 
systems, then economic and, eventually, company bankruptcy will inevitably follow. Risks that 
companies long viewed as immaterial to their bottom-line planning are emerging as critical to their 
long-term business prospects.” Thus, Willard points to a new emerging materiality, a new reference 


point against which we should assess corporate sustainability performance. 
c) From corporate sustainability to global sustainability 


This emerging materiality has to do with a systems view of sustainability: “Sustainability has to be 
defined as an attribute of the system-as-a-whole; the collective impact of thousands of companies, 
all making incremental progress, cannot guarantee that the private sector meet its collective 
responsibilities for remaining within global ecological and social thresholds.” He points to a new 
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horizon of sustainability: global sustainability. Companies will be sustainable only if they address in an 
effective way the problems of global sustainability. This seems to me a very relevant and disruptive 

perspective: companies cannot talk of being sustainable, no matter how responsible they are vis-a-vis 
their stakeholders and how inspiring their integrated sustainability reports may be, unless they have a 


positive and quantifiable impact on global sustainability, in accordance with their size and influence. 


On the basis of these three powerful ideas, Willard suggest the need to establish “clear, quantifiable 
benchmarks that take full account of the broader, nested interdependencies,” a path that will lead to 


attain global sustainability through corporate action. 


Within this conceptual framework, he suggests a three-step process for assessing sustainability 
performance: a) define the “systems conditions for a resilient human society,” b) determine the “design 
constraints” ensuring that business performance meets the systems conditions, and ¢) identify key 
performance indicators. The development he proposes, from a definition of the systems conditions 
down to key performance indicators at the firm level, is “a formidable task that must draw from the 


latest scientific understanding. ..to guide target-setting at the firm level.” 


In my view, out of the three-step process that Willard proposes, the most crucial is the definition of “the 
systems conditions for a resilient human society,” a society where we and the generations to come live 
on one only planet and where social inclusiveness wins the battle. Concerning this first crucial step, he 
suggests “the classic definition of sustainable development...[to] provide guidelines for setting systems 
conditions.” But this is not enough. Rather, what is needed is a shared public understanding, a universal 
agreement on those conditions, with the widest possible acceptance by governments, companies, and 


civil society. 


The good news is that those conditions for global sustainability are being defined right now in the form 
of the Sustainable Development Goals, a set of sustainability goals, encompassing environmental, social, 
and governance quantified targets, relevant for all developing and developed nations in the world, to 
be achieved by 2030. The challenge that we will face after their launch at the UN General Assembly 

in 2015 is how to ensure that sustainable companies around the world effectively commit themselves 
to achieve those goals in a 15 year timespan. The UN Global Compact, the Global Reporting Initiative, 
and the World Business Council for Sustainable Development are aware of the challenge. According to 


them, the SDGs will require the following (1) a new and so far unexplored scale for action not only at 
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the global but also at the national level, (2) an unprecedented level of co-investment and collaboration 
of all stakeholders (multilateral institutions, public authorities, companies, civil society organizations, 
academia, and committed citizens), and (3) engagement mechanisms, including transparent reporting 


and due recognition of progress. 


Will these measures (public-private partnerships on a massive scale, reporting on performance, etc.) 

be enough to ensure that the SDGs become an effective agenda for global sustainability? | think not. 
Besides those critical requirements, the goals should be further defined at regional/national/sectoral/ 
company levels, using “best available science” and a great deal of applied research, and, as Willard 
points out, “methodological innovation, experimentation, and refinement.” This requisite, the need 

to transform the future global SDGs into feasible benchmarks for companies’ target-setting, makes 
Willard’s ideas both timely and very relevant for the future of global sustainability. And they reaffirm the 


“formidable task” ahead for both thought sustainability leaders and sustainable companies. 
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GREAT TRANSITION INITIATIVE 


TOWARD A TRANSFORMATIVE VISION AND PRAXIS 


Stuart Hart 


Bob Willard hits the nail on the head with his aptly titled piece: “Better is Not Good Enough: Toward 
True Corporate Sustainability.” As | have argued for well over 15 years, it is high time to move 
beyond the incrementalist, continuous improvement-based logic of eco-efficiency and corporate 
social responsibility to the transformative strategies that will creatively destroy unsustainable 
industries and move us into the next generation of inherently clean, renewable, regenerative, and 
inclusive strategies and business models. Willard has packed a great deal into a small space in this 
piece by also making the case for connecting individual corporate strategies and metrics to the 
larger social and environmental “system conditions” that set the rules for all human and economic 
activity on the planet. The time has come to begin with the necessary conditions for long-term 
sustainability and then “back-cast” to the appropriate technologies and business strategies. The 
corporations of the future will make themselves known to us over the next decade, while those that 
fail to rise to this challenge will be relegated to the scrap heap of history. Let the Schumpeterian 


Game begin! 
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GREAT TRANSITION INITIATIVE 


TOWARD A TRANSFORMATIVE VISION AND PRAXIS 


Mark McElroy 


At the outset, | want to say how much | support and agree with the broad strokes of Bob Willard's 
thinking, especially the degree to which his concepts are consistent with (if not explicitly based on) 
context-based sustainability (CBS). The principle to which we both subscribe is that organizational 
performance should be assessed relative to real social and environmental thresholds in the world 
and not just in incremental terms. How best to do that, however, may be where our agreement 


ends. 


As Bob Willard explains, his approach is based largely on The Natural Step (TNS) framework. For 
my part, | see the TNS as comprising an insufficient basis for operationalizing thresholds-based 


sustainability for two primary reasons: 


(1) Its principles, while consistent with the thresholds-based doctrine, are too vague for purposes of 


operationalizing sustainability management; and 


(2) It does not explicitly allow for company-level implementations and the variations that they 


entail. 


Regarding the first point, sustainability performance is best understood as a function of the 
organization's impacts on vital capitals—natural, social, human. Such capitals, in turn, can be 
characterized as resources with finite carrying capacities that must be maintained. Any impacts 
on vital capitals that have the effect of diminishing or failing to maintain their carrying capacities 
at levels required to ensure human and/or non-human well-being are unsustainable. Thus, vital 
capitals take the form of resource stocks and flows that are causally and quantifiably connected to 


human (and non-human) well-being. 


In the case of TNS, however, there is no mention of vital capitals, much less the notion of carrying 


capacity as a basis for establishing sustainability thresholds that can then be disaggregated and 
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assigned to individual organizations. What we see instead are broad proscriptions that exhort us to 

not increase certain substances in certain places and refrain from degrading others, as if any level of 
increase or degradation would be unsustainable. Natural systems (i.e., natural capital), however, do have 
assimilative capacities to many varying degrees and are quite capable of absorbing human and non- 
human wastes at levels that can be considerably higher than zero, all while not putting anyone's well- 
being at risk. But that is a nuance that seems lost on TNS, which seems content instead to make blanket 
policy prescriptions that are neither sufficiently granular at the macro level nor practically executable at 


the micro level to be of any use to us. 


In sum, then, TNS is either incomplete in terms of its incorporation of the capital theory foundations 
of sustainability or simply fails to add anything new to the subject that was not already there before. 
Worse yet is its failure to provide the kind of additional guidance required to make its own principles 
executable at the level of individual actors, which is probably why Bob Willard has gone to the lengths 


he has in order to develop his method. 


That said, there seems little more to what Bob Willard is proposing that is not already contained in the 
CBS concept. If |am wrong about that, it would be interesting and useful to know in what way, so that 
we could all better understand and debate the differences between our methods to good effect. To 
this end, he might want to include references to some of the CBS materials that | know contributed 

to his thinking and share with us the extent to which his approach differs from the ones described in 


them, and why. 
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GREAT TRANSITION INITIATIVE 


TOWARD A TRANSFORMATIVE VISION AND PRAXIS 


Alan Willis 


In responding to Bob Willard's viewpoint, | have to state up front that | come to this as a lifelong 
idealist and optimist and often have to remind myself to recognize (but not be depressed by) the very 
real systemic impediments to achieving true global sustainability. Judging by his paper, | can’t help 


thinking Willard may somewhat share this outlook on life. 


The impediments in question are certainly encountered not only within the business (corporate) and 
investment world, but also within society more broadly at all levels—from individuals to communities 
to states and governments. As citizens of society on planet Earth, we all share responsibility in various 
ways for getting us to where we are and for getting us collectively back on track to a sustainable 
future. Creating the governance structures and the political will to do so depends ultimately on citizen 


votes to empower governments and other agencies to do what is needed. 


As we know, this is easier said than done. But a combination of citizen awareness and education 
together with corporate leadership and more enlightened capital market influence may eventually 
bring to bear the necessary changes in the global governance, policy, and regulatory environment. 
There are already signs of progress in the realms of human rights and some environmental issues such 
as hazardous wastes and ozone depleting substances. Climate change is of course at the top of the 
list of challenges, but perhaps business and eventually citizen action regarding the UN's Millennium 


Development Goals will support progress in the right direction. 


| like and agree with Willard’s analysis and description of the state of the world—how the planet, 
society, and business function together as “nested dependencies’, the perils of “business as usual” (and 
'd add “consumerism as usual”), and how to reframe corporate (and indeed societal) sustainability. | 
also agree with his concern about incrementalism: we don't have time for such an approach. There 
needs to be a global wake-up call of some kind to trigger urgency—either by crisis and disaster, or by 


leadership in change strategies from international political leaders—perhaps in response to a world 
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crisis or disaster, or to citizens demanding it through democratic process. Encouragingly, there are also 
examples of corporate leadership in setting game-changing goals and targets, such as Unilever (Paul 
Polman) and Interface (Ray Anderson), or Richard Branson and the B-Team. We need many more like 


this! 


The above need for a call to action and securing global leadership and cooperation particularly strikes 
me as | read Bob Willard’s proposals for global implementation of policies to address the three FSSD 
ecological system conditions. The same thought occurs to me as | read his urging for enforceable, 
measurable (as well as fair) targets and metrics being set by independent bodies. But how might this all 


come about? 


This year, we remember the seventieth anniversary of the D-Day landings. It has been a while since 

we witnessed the world’s most powerful leaders putting aside national interests to collaborate in 
overcoming a terrible threat to the common good (and doing so at great human and economic cost in 
each country). How can we get the threat to global sustainability to be similarly taken on by a coalition 
of world leaders? In theory, the UN should be that forum, but in practice, looking at support by global 
leaders (lip service much of the time) for the roles of UN today and the frequent dysfunctionality of the 


UN's own govern bodies, | can’t help being pessimistic. 


One topic Bob Willard did not directly address is the vital need for societal (i.e., citizen) trust in 
corporations and government to be restored. This, of course, is a tall order when we see so many fatal 
flaws in the fabric of governance and society, such as income disparity and CEO pay, corruption in 
business and government (including crippling degrees of lobbying), unsafe working conditions, and 
poverty and lack of access to medicine (in spite of pharmaceutical companies’ huge profits). Such 
organizations, then, have a lot of work to do to restore that trust, and that process will include greater 
transparency, accountability, and participation. Trust is ultimately the glue of healthy societies; perhaps it 


is embedded somewhere in Bob Willard’s five attributes for a desirable and resilient social system. 


As he says, we need a radical change of direction (fueled by a radical change in mindset about the 
problem and its urgency). Achieving this is a systemic challenge of the first order. | wish Willard could 
have offered some provocative proposals for where or how to start. But perhaps his paper will open up 
and inform new conversations on how to move forward to true global, not just corporate, sustainability. 


| hope so! 
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GREAT TRANSITION INITIATIVE 


TOWARD A TRANSFORMATIVE VISION AND PRAXIS 


Simon Zadek 


Karl Mannheim defined “concrete utopias” as those that reflected, and so catalyzed action in, the 
present. “Abstract utopias” are those visions that literally abstract one from the present moment, 


ultimately neutralizing prospects for change. 


The Natural Step’s system conditions Bob Willard sets out are an attempt to ensure a Mannheimian 
concreteness in systemic thinking—setting system health conditions and then interpolating to 
grasp the implication for a sub-system, such as business. Setting a global, viable carbon budget and 
then defining the level of unburnable carbon is another example in today’s heated public debate 
about stranded financial assets. The UN Sustainable Development Goals, to be launched next year, 
are another example, albeit one that reflects a messy political consensus rather than an intellectually 


grounded perspective. 


As humans, we conceive of such system conditions, but we at best nudge the system towards 
health. We know what makes up personal health for example, but we spend our lives grappling 
with incommensurate and often unpredictable factors that determine our personal health pathways 
and outcomes. Similarly with business, we try to imagine what constitutes health, struggling with 


trade-offs with no common currency. 


Bob Willard's three-step approach to sustainability offers seductive simplicity until one gets to the 
social dimension, that is, the people, and start to grapple with the challenges of unequal starting 
points, incumbent interests, and claims to unequal shares as part of the right to development. At the 
business level, as the Natural Step has found in its troubled history of addressing equity issues, there 
are real policy decisions to make as it may not make sense to share the biosphere equally between 


companies that make online educational material and those providing online pornography. 
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Business impacts and is impacted by the bigger system, as Willard points out, and can to a degree 

seek to emulate system health conditions. But such emulation is more metaphor than science, as the 
system-business dynamic is complex in surprising ways. Who would have thought, for example, that a 
floor tiles company, Interface, or a company making household products, Unilever, or even for a while 
an oil company, BP, might have disproportionately positive impacts on the overall system because of its 
leadership and capacity to move others? Would we credit the floor tile company with greater rights to 


the biosphere because it persuaded others to reduce their ecological footprint? 


Such human-like complications are not a reason for inaction, let alone lowered ambition, and they do 
not diminish the potential of The Natural Step to inspire and guide. But they do encourage vision and 
analysis that can penetrate system dynamics as well as required “steady state” conditions. For systems 
fated to be shaped by humans, such dynamics have to do with leadership and innovation and, crucially, 


institutions and power. 


Metrics are as much about accountability as they are about guiding managerial approaches to 
sustainability. Accountability is humans’ principal means for civilizing power, that is, of protecting the 
system and its elements from the predatory, indeed cancerous potential of some of its elements. 
Accountability is our most profound social invention, without which we would simply not be able to 
organize—there would be no business, no economy, and no societies. It is humans’ way of seeking an 
orderly and fairer form of evolution, from the handshake to the hand of god, and from corporate law 

to democracy itself. Without looking at this stuff, we are in danger of falling into the world of “abstract 
utopias,” worse than irrelevance as our theories and concepts remove us from the present moment and 


its associated struggles. 


Willard rightly argues that metrics count and need to be aligned to the vision, the goal and the method. 
What he does not point out is that misalignment of a system’s performance model from its core 

accountability drivers is a recipe for disaster. Typically, such misalignment leads to the goal giving way to 
the interests of the accountability agent, explaining why much of our wonderfully conceptualized work 


with business on sustainability fails in the cradle 


Shaping how business embraces sustainability has therefore much to do with accountability 
innovations. Indeed, sustainability is often framed as a matter of the need for ‘more’ accountability, 


whereas in fact something different rather than more is needed. 
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Lurking behind much of the associated debate are the contested merits of intensive and extensive 
accountability. Intensive accountability provides a narrower basis for any organization to determine 

its performance model; for example, intensive accountability to the owners of financial capital might 
embed a core metric focused on risk-adjusted financial returns. If, on the other hand, the basis of 
accountability is more extensive, such as in the case of many public interest organizations, then 

the performance model is more complex in having to address multiple objectives. Governance is 
therefore also more extensively focused, requiring a political process of balancing the interests of many 


stakeholders. 


The modern battle for sustainability, institutionally speaking, can largely be described as a struggle 
between intensive and extensive accountability. This seemingly obvious point is simply absent from 
most of our systems thinking, perhaps because constructed accountability is a profoundly human affair 
that does not lend itself helpfully to a biologically-framed system discourse. This article is an example of 
this, an interpolated view of the implications for humans of how biological systems work that puts aside 


the control mechanisms that guide human pathways, values, accountabilities, and markets. 


Of course, we do think and act on these aspects in practice. Tactically, sustainability advocates try 

to squeeze more out of intensive accountability approaches, epitomized by the so-called win-win 
profit-sustainability landscape. Intuitively, however, most consistently advocate a more extensive 
accountability, whether it be for business or any other facet of our accountable lives (hence our 
interest in pluralistic corporate governance approaches such as B Corporations). We need to get clearer 
on the intensive-extensive accountability debate. My bet is on pluralistic approaches to corporate 
governance, but we have to grapple with the fact the pluralism comes in many shapes and sizes. We 
cannot celebrate B Corporations and mutuals run by like-minded folks, and casually reject state-owned 
corporations, sovereign wealth funds, and the like. Politicizing corporate governance, the essence 

of extended accountability, is an act of war that will need diverse and often uncomfortable allies. 
Embracing history’s waves is all the more important as we enter a new era both of state intervention in 
economic affairs of the revisitation of the historical role of the state in development by largely Asian but 


also Western writers. 


We need to connect the dots between biologically-inspired systems approaches such as those 


advocated by Willard and others, and the institutional, that is, human, dimensions of system design. We 
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are, after all, shaping the course of our planet as humans not gods, and need to mobilize our best social 


innovations in pursuit of getting this task right. 
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GREAT TRANSITION INITIATIVE 


TOWARD A TRANSFORMATIVE VISION AND PRAXIS 


Author’s Response 


GREAT TRANSITION INITIATIVE 


TOWARD A TRANSFORMATIVE VISION AND PRAXIS 


Response to Comments 


Thank you all for your insightful and stimulating comments. As context for my response, |am on a 
core team that is working on a Future-Fit Business Benchmark project to accomplish what my article 
suggests is necessary. Our intent is to define the level of performance required on 15 to 20 key 
environmental, social, and governance indicators for a company to be a truly sustainable business 
that is fit for the future. We are defining science-based attributes of a company that creates net 
positive environmental, social, and economic value throughout its value chain, contributing to the 
possibility that the business, society, and the environment will flourish on our finite planet forever. 
We are two years into our project and have drafted the benchmark. Before releasing Version 1.0 next 


year, we will engage experts and sustainability leaders to help us get it right. 


Manuel Escudero quite rightly points out that the intent of the UN's Sustainable Development Goals 
for national governments is aligned with the intent of our Future-Fit Business Benchmark goals for 
business. | agree with him that aligning private sector and public sector sustainable development 
goals is necessary but far from sufficient. To make a difference, the ambitious science-based goals 
must be collaboratively embedded in the measurement, management, recognition, and reward 
systems of both public-sector institutions and private-sector companies. Defining the necessary 
performance goals is the easy part; embedding them in society's institutions is the Holy Grail of all 


of us who care. We need to work together to make this happen—dquickly. 


Simon Zadek raises the wicked problem of accountability. It requires us to revisit the role of a 
for-profit business in society. For years, companies have prided themselves on externalizing and 
outsourcing their negative impacts. The Future-Fit Business Benchmark posits that a company is 
“extensively” accountable for its environmental and social impacts throughout its value chain—that 
is, throughout its upstream supply chain as well as its downstream customer chain and ultimate 


end-of-life disposal of its products. An oil and gas company is accountable for downstream carbon 
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emissions from cars when drivers use its fossil fuels, just as a retail company is accountable for human 
rights violations in its upstream suppliers’ sweat shops in Asia. The resulting overlapped and shared 
accountabilities motivate several organizations to deploy their resources to mitigate sources of the 
largest negative ecological and social footprints in their mutual value chains. | agree that many of 
today's business models will need to be redesigned to reflect this accountability, as does the B Corp 


business model. (In the interest of full disclosure, | am a certified B Corp.) 


Alan Willis echoes Escudero’s question about how to embed the Future-Fit Business Benchmark into 
today's flawed, unsustainable business models. We can’t wait for a better global governance system to 
materialize and force it to happen. We need important stakeholders like customers, investors, 
governments, and talented employees to demand that companies adopt strongly sustainable 
business models, or else these stakeholders will vote for companies that do with their wallets, capital, 
regulations, and feet. These stakeholders must be more sustainability literate if their combined efforts 
are to be an unstoppable megaforce, energized by an optimistic, shared, sustainability-informed 
vision of the world they want for their children and grandchildren. To accelerate sustainability literacy 
in society, we are considering developing additional future-fit benchmarks for municipalities, 
universities, and civil society organizations as companion sequels to the future-fit benchmark for 


business. 


Stuart Hart acknowledges the need for companies to embrace Schumpeter's creative destruction and 
reinvent themselves. Paul Gilding echoes this point in his latest Cockatoo Chronicle blog post, “The 
Global Energy Market's Moment of Truth.” In it, he says that “reassuring companies that sustainability 
is good for all businesses is outmoded and not helpful. We have moved into an era of win/lose rather 
than win/win, and with that, sustainability is shifting from ‘environmentalists vs. business’ to ‘business 
vs. business.’ Taken together, this means we need to change the way we talk and think about climate 
change and business. Sustainability is not good for many businesses—in fact it means they'll have to 
go out of business. This is what sustainability at its core is all about—things that are unsustainable will 


stop.” In the business jungle, it is survival of the most future-fit. 


Finally, Mark McElroy questions whether The Natural Step’s (TNS's) system conditions adequately allow 
for planetary boundaries associated with vital natural, social, and human capitals. Although the original 


TNS system conditions don't use the language of “capitals” or “stocks and flows,” we have explored 
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ways that they can. In fact, we express many of the issues that arise when system conditions are 
violated by companies as devaluations of natural, social, or human capital. The TNS principles 
reinforce the fact that we need to live off the interest of these capitals, rather than eating into the 
capitals themselves. McElroy is uneasy about whether the TNS framework is useful at a company level. 
For years, the TNS system conditions have been used successfully with municipalities and companies 
around the world. In addition, we have expanded the original four system conditions to a new level of 
detail to enhance their usefulness at a business level. He is quite right when he says that we rely 
heavily on his context-based sustainability (CBS) lens and his fair-share methodology in determining 
algorithms for the goals for each key performance indicator in the benchmark. Happily, we have 


found that the TNS framework and McElroy’s CBS framework are wonderfully synchronistic. 
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